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FOREWORD

This report analyzes the trade in copper by the Sino-Soviet
Bloc in 1956 and relates this trade to the supply of copper in the
Bloc. Although all sources of information were analyzed, this re-
port is based primarily on collateral information. Information 1e-
garding trade in 1954 and 10RR 10d11 hn £ 00 ciee sy,
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TRADE IN COPPER BY THE SINO-SOVIET BLOC IN 1956%

Summarz

Imports of copper from the Free World by the Sino-Soviet Bloc in-
creased significantly in 1956. The amount imported -- 120, 000 metric
tons¥¥ -. exceeded the level of 1955 by about 27 percent and represented
about 20 percent of the new supply of copper in'the Bloc.

Of particular significance were the increased imports of copper
wire from the Free World by the USSR and Communist China. In
1956, Soviet. imports amaountéd to 56, 700 -tons,..exceeding the level of
1955 by 28 percent. Communist China, which purchased this wire in-
directly through Poland, received approximately 26, 700 tons, more
than 10 times the amount imported in 1955,

The value of the copper imported from the Free World by the Sino-
Soviet Bloc in 1956 amounted to US $126 million. *%% The increase of
$25 million compared with 1955 resulted primarily from the increase
in the volume of imports. An increase in the average price per ton,
however, was also a contributing factor,

The increase in imports of copper by the Sino-Soviet Bloc was
made possible by conditions in the Free World, where the expansion
of production exceeded the development of demand for copper, thus
making additional quantities available fo¥ shipment to the Bloc. .

1. Introduction.

Since World War II the increased industrialization of the Sino-
Soviet Bloc has resulted in 2 constantly increasing demand for cop-
per which has more than offset the expansion of production. The
deficit in copper has increased every year since 1946, reaching
200, 000 tons in 1956 and amounting to almost 1.1 million tons over
the ll-year period. A comparison of demand and production; to-
gether with the deficit, during 1946-56 is shown in Table 1. %ok

* The estimates and conclusions contained in this report repre-
sent the best judgment of ORR as of 15 February 1958,
“ Tonnages are given in metric tons throughout this report,
ik Dollar values are given in US dollars throughout this report.
ok Table 1 follows on p. 2.
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Table 1

Deficit of Copper in the Sino-Soviet Bloc i/i
1946-56

Thousand Metric Tons

Year Demand Production Deficit

1946 174 . 145 29

1947 199 161 38

1948 256 208 48

* 1949 316 7 T 260 T © 56

1950 371 7286 ] 85

1951 -7 4310 0 329 102

1952 ' 482 - T34 o 108

1953 514 384 130

11954 7 563 vt - 432 18l

1955 - - 18- - . 458 v 160

1956 670B/ “*470 c/ © 200
al -

b. Estimate.
cr g_/

The Sino-Soviet Bloc has attempted to meet this deficit partly
through the use of substitute materials and partly through-the with-
drawal of significant quantities of copper from stockpiles. The prin-
cipal method of reducuxg ‘the! Eief1c1t however, hds been to import
copper from the ‘Free World : ‘

Imports of copper from the Free World by the Sino-Soviet Bloc
have increased steadily since August 1954, when the Coordinating
Committee on International Export Controls (COCOM) removed its
embargo on exports to the Bloc of bare copper wire of 6 millimeters
{mm)} or less in diameter.* Since that time, imports of copper-by
the Bloc have been mainly in the form of such wire. In 1954, wire
of this type accounted for approximately 22 percent of all the copper-
imported by the Bloc; in 1955, approx:.ma.tely 79 percent, and in
1956, apprommately 91 percent. "4/

Contributing to the increased imports of copper by'the Sino-Soviet
Bloc in 1956 was the mcreased supply in the Free World. The produc- :
tion of copper in ‘the Free World reached an all-time high in 1956,
amounting to' 3, 352, 000 tons;" an increase of’ 295,000 tons compared
with 1955, 5/ The demand fot copper did not keep pace with the in-
crease in producuon, and for the first time since the beginning of the .
Korean War there was no deficit of copper in the Free World. 6/

% The members of COCOM are Belgium, -Canada, Denmark, France;
Greece, Italy, Japan, Luxembourg, -the Netherlands, Norway, Portugal,
Turkey, the UK, the US, and West Germany.
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The rise in prices during the first 3 months of 1956 continued
the upward trend which had characterized the last quarter of 1955,
Thereafter, as supply and demand became more closely balanced,
prices dropped, and there was less fluctuation than during the first
quarter of the year.

II.  Imports from the Free World.

A. Volume.

Imports of copper from the Free World by the Sino-Soviet
Bloc increased significantly in 1956, exceeding those in 1955 by ap-
proximately 27 percent. A comparison of imports in 1955 and 1956
is shown in Table 2.

Table 2
Summary of the Volume of Imports of Copper
from the Free.:World by the Siho-Soviet.Bloc
1955 and 1956

Thousand Metric Tons

Form of Copper 1955 i/ 1956 E/

Wire and cable

Bare 74.3 109.3
Covered 9.7 2.5
Other 9.6 8.2
Unspecified 0.7 0
Total 94, 3 119.9
a. 17/

b. Berived from Table 4, Appendix A,

p- 8, below::. The totdl 'was derived from un-..
rounded data and is not the sum of the rounded
components.

The substantial expansion of exports of copper from the Free
World to the Sino-Soviet Bloc in 1956 probably can be attributed to an
improvement in the balance of the market for copper in the Free
World. In 1955, copper was scarce because the available productive
capacity was not fully utilized. A series of strikes in Northern
Rhodesia, Chile, and the US reduced the output of mines substantially
in the last half of 1954 and in 1955. These losses largely offset
additions which the copper industry had made to its productive capacity
in those 2 years, and it was not possible to meet the increased re-
quirements of consumers in both the domestic and the foreign markets.
In 1956, however, interruptions in production through labor difficulties
were few and relatively tnimportant. In addition, productive capacity
continued to increase. 8/
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These developments in the copper industry of the Free World
enabled the Sino-Soviet Bloc to increase its imports from the Free
World significantly in 1956. Trade in copper wire reached a new high
in 1956, imports by the USSR amounting to 56,700 tons, or 28 per-
cent more than in 1955, ‘and imports by Communist China reaching
approximately 26, 700 tons.

B. Value.

The dollar value of imports of copper from the Free World
by the Sino--Soviet Bloc in 1955 and 1956 is shown in Table 3. The
increase in the value of imports of copper by the Bloc in 1956 re-
sulted from the increase in the value of imports of bare wire and
cable, both because of the additional tonnages of wire and cable im-
ported during the year and because of an increase in the estimated
average price per ton.

Table 3
Summary of the Value of Imports of Copper
from the Free World by the Sino-Soviet Bloc
1955 and 1956

Million US $

Form of Copper 1955 2/ 1956 b/

Wire and cable

Bare 75. 4 112. 4
Covered ‘ 14.8 3.7
Other 9.7 9.4
Unspecified 1.0 0
Total 100.9 125.5
a. 9/

b. Derived from Table 5, Appendix A,
p. 13, below. i

N

It is estimated that the average price of bare copper wire and
cable exported to the Sino-Soviet Bloc in 1956 was $1, 028 per ton,
$13 per ton more than the average price in 1955. Largely responsible
for this increase were the agreements for purchases in the Free
World made by the Bloc late in 1955 or early in 1956, when prices
for copper were at their highest levels. Thesé high prices were the
result of the relative scarcity of copper and the high'demand in 1955
and in the early part of 1956, Competitive bidding by consumers
forced prices upward far beyond any previous peak. Late in March
1956 the price on the Lidndon Metal Exchange for refined bar copper

TOP SECRET



TOP SECRET

reached $1,197 per ton..* A_fte"rﬂ‘Ma.r:ch, 'Hé'Wevér',’ the greater increase
in production began to offset the rise’in'demand, and the price for
this product declined to $734 per ton.at the'end of the year. _1__0_/

1. Embargoed Copper;

Since August 1954 the substantial increase in imports of
bare copper wire by the Sino-Soviet Bloc has been accompanied by a
sharp decrease in imports of forms;qf.qopper‘embargoed'by COCOM.
None of the principal exporters of embargoed copper to the Bloc is a
member.of COCOM, a.;xd ‘consequently nomne is bound by the restrictions
agreed to by this group. Exports:of copper from Finland to the USSR,
Poland, and Communist China in 1956 are provided for by current
trade a.greefnents,, and future deliilvve'ries to'these countries will be the
subject of annual negotiations. li/

Exports of rolled copper {rom Austria to the USSR are
part of the Austro-Soviet reparations. agreements and are.to be. made
through 1961.. 12/, THese.shipments. reportedly are continued.
by Austria in order to keep Soyiet-fAustri:an relations satisfactory o
and to maintain its position-as a neutral. 13/

7. Polish Purchases for Communist China.

. in,1956 copper,
wire imp_o:t'eq oy Communist China {rom the Free World was originally
sold to Poland and then consigned in Folish ships to China. 14/ The
Polish import-export firm TRANSACTOR acts for the government of
Poland in procuring this copper.

3. Transportation Facilities.

About 80 percent of the copper wire.imported by the
Sino-Soviet Bloc from the Free World in 1956‘ was. carried on Soviet
and Polish merchant ships.** :Th'gse. ships traveled between ports
of the Sov'iet,Bloc‘on the Baltic Sea and p.grté of the Free World on
the European continent and in the UK.

Whereas Soviet ships appear to carry Copper only to
Soviet destinations, the Polish merchant.ships serve as carriers
of copper not only to Pol'a,ndbut‘_a'ls'o‘to'_oth‘er countries of the Sino-
Soviet Bloc. In 1956, copper is known to ‘ha_ve been loaded on Polish:
ships in ports of the Free W'ozrlid and to have been transshipped at
Gdynia to the USSR, 15/ Czechoslovakia, 16/ and Hungary,17/.
Transportation to the Soviet Bloc for the remaining importg—t—nf copper
was accomplished principally by rail and by inland waterway barge.

% A large number of negotiations concerning trade in copper between
the Free World and countries of:the Bloc are based on the prices quoted
on the London Metal Exchange for refined’copper plus the cost of process-
ing into wire. ‘
x% For methodology, see Appendix B.
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4. Transactions for Processirg Copper.

.The pattern of tra.de in'copper between the Free’ World
and the Sino-Soviet Bloc includes transactions whereby copper raw’
materials are exported to the Bloc for processing. The extractable
copper is converted into electrolytic copper.which is shipped back
to the country of origin. These shlpmenté are not included in the
total volume of 1mport5 of copper by the Bloc from the Free World

T The principal’ part:.c:.pants in such transactrons in, 1956 )
were West Germany.and East Germany, with.West Germany ut111z1ng
the facilities for processing copperiin‘East Germany. It is esumated
that approximately 1, 700 tons of copper residues* were shipped to |
East Germany,in 1956.. 19/ From this quantity, approximately 800 tons

of eléectrolytic.copper cathodes were returned to West Germany.

II1. Intra-Bloc Tra.de.

Although the informiation concernmg trade in copper within the
Sino-Soviet Bloc is fragmentary, the pattern’ of this trade appea.rs
generally to be adipted to’ the ‘éonditions set'by the USSR. As the
principal supplier and consumer. ‘within th'e Blo¢ the USSR presumiably
determines to a considerable degree the amounts and types of copper
traded and also the terms of.trade. -Because the prodiction of copper
in the other countries of the Bloc is relatively small, these countries
must.rely largely upon imports from the USSR. to cover needs for
copper’ ‘not‘provided by the- Free World:: The scope of’ trade thhln
the ‘Bloc therefore depends pnmarﬂy on the exports of copper by ’
the USSR. i

With the exception of exports ¢f copper wire to.Communist China,
which amounted to 6, 000 tons in-1956,- 20/ .much.of the copper exported
from the USSR to other countries of the » Bloc is returned. eventually to
the USSR. This two-wa.y 'system -of trade is manifested principally in
the trade in.copper ‘of the USSR with Czechoslovakia andEast Germany,
the most industrialized of the European ‘Satellites and the’ largest im-
porters of copper from the USSR. In 1956, exports of copper from
the USSR to Czechoslovakia are estimated at approximately 30, 000
tons, 21/ and those to East Germany at approximately 14, 000 tons. 22/
These countries returned the copper to’ the USSR in a more usable
form or as products of their engmeermg industrres. 23/ East’ Germany
also processes c0pper raw materials for somie ‘of the other European
Satellites, ‘but none. ‘of these 'countries is an important producer of
copper, . a.nd such trade is on a relatwely minor ‘scale.

% The residues involved in these transactions are byproducts from the
" smelting and refining of cqpper. ‘“The copper content of these résidues
is estimated at 46 percent. 18/
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APPENDIX A

STATISTICAL DATA

Detailed information on the volume of copper imported from the
Free World by the Sino-Soviet Bloc in 1956 and the value of such im-
ports are shown in Table 4% and Table 5, ¥* respectively.

* Table 4 follows on p. 8.
“¥% Table 5 follows on p. 13.
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APPENDIX B

METHODOLOGY

1. Volume and Value of Imports.

The research methods used in deriving the estimates for this re-
port were essentially the same as those employed in the report on trade °
in copper in 1955. 272/ The results of the analysis based on this com-
plex methodology are shown in Tables 4 and 5.% These estimates were
based partly on data released by the exporting countries of the Free
World and partly on information derived fron

Wherever possible, data from more than one source were
compared to determine the reliability and completeness of these data,
thus permitting a more accurate estimate.

The estimate for the average price of bare wire and cable in 1956
($1,028) was derived from the estimates of the volume and value of
such imports by the Sino-Soviet Bloc, as shown in Tables 4 and 5. The
estimate for the average price of copper in forms other than wire and
cable ($1, 148) was similarly derived. ‘

2. Transportation Facilities.

Soviet and Polish merchant ships are estimated to have carried ap-
proximately 80 percent of all the wire delivered to the Sino-~Soviet Bloc
from the Free World in 1956. This estimata wag based on shlpplng
data Although the data are
fragmentary, a probable determination of the nationality of the ships
carrying this wire can be derived. For example, all available data
regarding shipments by water of copper wire from the UK and Belgium
to the USSR 1 showed Soviet
carriers. It was assumed, therefore, that the Soviet merchant fleet
transported all of the copper wire exported from the UK and Belgium
to the USSR. The information available also indicated that exports of
copper wire to Poland by water were carried on Polish ships. It was
assumed that all of the copper wire shipped to Poland from the Free
World by water, including that transhipped to Communist China, was
carried on Polish ships.

To the estimate derived by this methodology -- about 77, 000 tons --
was added the.quantities of wire transported: td other. countries. of
the Sino-Soviet Bloc on Soviet or Polish ships. The resulting figure is
about 85, 000 tons, or approximately 80 percent of the total estimated
volume of copper wire imported by the Bloc from the Free World in
1956.

* Pp. 8 and 13, respectively, above.
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APPENDIX C

GAPS IN INTELLIGENCE

Information about trade in copper within the Sino-Soviet Bloc is
very fragmentary. Although a general pattern of this trade can be
identified, the data available are too incomplete to estimate accurately
the volume or the value of the copper traded by each country.

The information available on shipments of copper traasiting Free
World ports en route to the Sino-Soviet Bloc is inadequate. Further
details on transshipments of copper, including information from addi~
tional ports through which the copper transits, would imggrove the
estimates of imports, not only by making available data more complete
but also by facilitating the elimination of duplication

Information on imports of copper wire and cable by the Siro-Scviet
Bloc is more complete than that on imports of other forms of copper.
The latter imports constitute a relatively small percentage of the total
but are important because they are subject to export controls. Ship-
ments of these forms have ) as transiting several Western
European ports, and more information on transit trade would heip to
fill this important gap.
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SOURCE REFERENCES
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